ENCLOSURE 3: FATF Public Statement and Compliance Document (June 23, 2017)

The FATF Public Statement dated June 23, 2017 (hitp.//www. fatf-gafi.org/publications/high-riskandnon-
cooperativejurisdictions/documents/public-statement-june-2017.html) and The FATF Global AML/CFT
Compliance: on-going  process document (h#tp://www.fatf-gafi.org/publications/high-riskandnon-
cooperativejurisdictions/documents/fatf-compliance-june-2017. htmly relates to FATF Recommendation
21 and articles 11 and 13 of the AML/CFT State Ordinance in that they identify countries that fall into the
following three categories:

A. FATF Public Statement

Category One
Into this category falls the Democratic People’s Republic of Korea (DPRK). The FATF reaffirms its

call on its members and urges all jurisdictions to advise their financial institutions to give special attention
to business relationships and transactions with DPRK, including DPRK' companies and financial
institutions. In addition to enhanced scrutiny, the FATF calls on its members and urges all jurisdictions to
apply effective counter-measures to protect their financial sectors from money laundering and financing
of terrorism (ML/FT) risks emanating from DPRK. FATF also urges and continues to urge jurisdictions
to protect against correspondent relationships being used to bypass or evade counter-measures and risk
mitigation practices, and to take into account ML/FT risks when considering requests by DPRK financial
institutions to open branches and subsidiaries in their jurisdiction.

Category Two
Into this category falls Iran. The FATF calls on its members and urges all jurisdictions to continue to

advise their financial institutions to apply enhanced due diligence to business relationships and
transactions with natural and legal persons from Iran, consistent with FATF recommendation 19.

B. FATF Global AML/CFT Compliance: on-going process

Category Three
Into this category fall Bosnia and Herzegovina, Ethopia, Iraq, Syria, Ugana, Vanuatu and Yemen.

The document outlines the specific areas of weaknesses and requests member jurisdictions to consider the
information in the document.

C. Required Action

The purpose of this letter is to ensure that senior management of all regulated entities and designated non-
financial service providers is informed of these important issues and to request that it emphasizes the
importance of this communication to its compliance officer and inform its management team of the risks
associated with business involving these jurisdictions.

In addition to this important awareness raising, the CBA requires that all regulated entities take the
following specific actions with regard to the following two categories of FATT listed countries:

Calegory One Action — the CBA requires all regulated entities and designated non-financial service
providers to:

I Please note that with regard to DPRK, the FATF reaffirms its February 25, 2011 call on its members and urges to advise their financial
institutions to give special attention to business relationships and transactions with DPRK companies and financial institutions.



a) Conduct review of their client base on an ongoing basis to identify relationships or transactions with
any connection to the Category One countries.

b) Report such relationships or transactions to the CBA immediately.

¢) Any relationship or transaction found must be rated ultra-high risk and may only be continued if the
regulated entity is satisfied it can monitor and mitigate the risks associated with such business. If the
regulated entity is not satisfied the relationship must be exited.

d) Document its risk assessment and monitoring/mitigation strategy and have this document available
should the CBA wish to evaluate it.

¢) Record the progress of compliance with this action (or otherwise) in the board minutes.

All regulated entities and designated non-financial service providers are required to strictly comply with
aforementioned instructions. The CBA will verify during the supervisory examinations whether this is
done. Note in this respect that non-compliance will be treated very seriously.

Category Two Action — the CBA requires all regulated entities and designated non-financial service
providers to:

a) Review their client base to identify relationships or transactions with any connection to the
Category Two country by August 1, 2017.

b) Any relationship or transaction found must be rated at least high risk, taking this new or other
information held into account.

¢) Document its risk assessment and monitoring/mitigation strategy and have the document available
should the CBA wish to evaluate it.

d) Record the progress of compliance with this action (or otherwise) in the board minutes.

It is not necessary to send the results of your findings to the CBA. However, supervisory examinations by
the CBA are likely to check that the work has been carried out within the stipulated time-frame. Non-
compliance will be treated seriously.

Category Three Action — the CBA requires all regulated entities and designated non-financial service
providers to:

a) Review their client base to identify relationships or transactions with any connection to the
Category Three country by August 1, 2017,

b) Re-evaluate its risk assessment of the relationship taking this new and any other information held
into account.

¢) Document its risk assessment and monitoring/mitigation strategy and have the document available
should the CBA wish to evaluate it.

d) Record the progress of compliance with this action (or otherwise) in the board minutes.

It is not necessary to send the results of your findings to the CBA. However, supervisory examinations by
the CBA are likely to check that the work has been carried out within the stipulated time-frame. Non-
compliance will be treated sericusly.



